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DR. SCHACHT’S DISMISSAL AND THE GERMAN 
ECONOMIC SITUATION 


ON January 20 it was announced in Berlin that “in the complete 
realisation of the additional tasks demanded of economic life for 
the re-establishment of Greater Germany there is need for uniform 
leadership in economic life, the money market, and the market for 
capital. The Fiihrer has consequently relieved Dr. Schacht of his 
position as President of the Reichsbank. As Dr. Schacht’s successor 
for a period of four years he has appointed the Minister of Economics, 
Dr. Funk, who will retain his office as Minister.”’ 

Dr. Schacht is to remain a member of the Government, and it 
is proposed to employ him in the discharge of special duties. But 
he has now lost the second of the two important posts which he 
has held under the Nazi régime. He has been President of the 
Reichsbank since March 16, 1933; and he was in addition Acting 
Minister of Economics from July 30, 1934 to November 26, 1937, 
when he was succeeded by Dr. Funk, who now takes over the 
Presidency of the Reichsbank as well. 

In a letter to Dr. Schacht, Herr Hitler thanked him warmly for 
the services he had rendered to himself and to Germany “ in long 
and strenuous years,” and said his name would be above all forever 
connected with the first epoch of the national rearmament. 

In his letter to Dr. Funk, Herr Hitler said his tasks as President 
of the Reichsbank would be : 

(1) “‘To guarantee, as hitherto, the unconditional stability of 
wages and prices in your position, which now unites the two important 
posts, and thus to secure also in future the value of the mark. 

(2) ‘‘ To open up the capital market and place it in an increased 
degree at the disposal of the private demand for money. 

(3) ‘“‘ To bring to a state of completion corresponding with Nazi 
principles the reform begun on February 10, 1937 of the Bank, which, 
under the Dawes Agreement, was at that time not under the unlimited 
sovereignty of the Reich, into a German bank of issue unconditionally 
subordinated to the sovereignty of the State.” 

On January 21 these drastic changes were followed up by the 
dismissal of Herr Dreyse, the Vice-President, and Herr Hiilse, one 
of the directors of the Reichsbank. The new Vice-President is to 
be Dr. Rudolf Brinkmann, the State Secretary at the Ministry of 
Economics, who will thus be Dr. Funk’s right hand man both at the 
Ministry and at the Reichsbank. 

The immediate occasion for Dr. Schacht’s dismissal (if indeed 
it was a “‘ dismissal’’) is not clear. It may well have had some 
connection with his recent negotiations in London and Berlin for 
a large international loan to finance the emigration of German 
Jews, the service on this loan to be paid in the form of 
‘additional ’’ exports. It has, however, been clear for some time 
that there has been a cleavage of opinion between the moderates and 
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the extremists as to whether or not “ reflationary’”’ expenditure 
can be expanded indefinitely. The existence of this difference 
of opinion lends special significance to the removal of Dr. 
Schacht and other moderates, whether or not it was directly 
responsible for their eclipse. On the other hand, it is important 
to note that not all the moderate leaders have as yet been removed. 
Count Schwerin von Krosigk remains Minister of Finance (though 
he is reported to have tendered his resignation), whilst Dr. Brink- 
mann has actually acquired an extra position. 

The fundamental question is whether the German Government 
can carry any further its policy of credit expansion now that the 
resources of the country are fully employed. Six years ago, thanks 
to the world economic crisis and the deflationary policy of the 
Briining Government, Germany had over 6,000,000 unemployed. 
To-day the problem of unemployment has been so effectively solved 
that there is actually a shortage of labour. 

Dr. Ley, the Leader of the Labour Front, has, it is true, dis- 
covered that “ there are still to-day hundreds of thousands of people 
unemployed . . . industrious by nature, but busy at some utterly 
useless task’ ; and he threatens to transfer such people—craftsmen 
and small traders, clerks, and petty officials—to work of national 
importance, such as coal-mining. Moreover, it has been con- 
veniently forgotten that woman’s place is the home, and women 
have been re-absorbed into factory work. Again, steps have been 
taken to extract more work from the existing labour force. A 
recent decree authorises the extension of working hours from eight 
to ten a day, or even more “ if required by the public interest.” 
Finally, agricultural and other labourers have been imported from 
Italy, the Netherlands, and other countries. 

But the very fact that such exceptional measures are being 
taken only goes to show that, broadly speaking, the German pro- 
ductive system is working to capacity. Indeed, it was officially 
stated that in June there were over 300,000 vacant posts in the 
Reich. 
Some part of the reduction in unemployment is accounted for 
by the reintroduction of conscription, the establishment of the 
Labour Corps, and the expansion of the bureaucracy. But the 
mainspring of the German economic recovery since 1933 has been 
State expenditure on capital goods, and particularly armaments. 
No less than 50 per cent. of industrial orders and 80 per cent. of 
building contracts in 1938 were placed by the State. As for the 
nature of a large part of the expenditure, it has been estimated that 
German expenditure on armaments in the past year was equivalent 
to between £1,250 and £1,350 millions, compared with British 
expenditure of about £370 millions. 

The concentration upon recovery in the capital goods industries 





(1) Daily Telegraph, November 2, 1938. 
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is reflected in the indices of production (1929 = 100) which show 
that although the output of capital goods fell very much more than 
that of consumption goods during the depression (to 34 compared 
with 76), it has recovered more than correspondingly (to 143— 
compared with 120). 


German Indices of Production. 

Capital Goods. | Consumption Goods. 
S9GD c= es nal ae 100 we iw 100 
1932 oes one ” 34 76 
1933 ihe ied sie 44 a 83 
1684... .... ox oon 73 a as g2 
1935 i on st 99 pid wit 88 
1930 pat poe he 113 ont bs 99 
SOOT. ns ” to 124 cam ties 105 
1938 (Oct.) bie is 143 ui - 120 

At least since the reintroduction of conscription in 1935 the 
main object of the Government has been to concentrate all available 
resources On rearmament and strategic public works. For this 
reason the expansion of output of consumption goods has been 
deliberately prevented from keeping pace with that of capital 
goods, the object being to maintain the wage and price level at 
the 1933 level—incidentally, a level appreciably below that of 1929. 
Even the output of certain capital goods has been checked where they 
compete with the State for resources. The flotation of private issues 
is prohibited ; and according to the recent report of the Reichsbahn, 
the German railways are in urgent need of new capital for the 
renovation of the permanent way and of rolling stock. 

Since 1929 the number of railway trucks has fallen from 661,000 
to 593,000. Private building, too, has been seriously checked. 
The number of houses and flats completed in the first nine months 
of 1938 declined by 21 per cent. as compared with the corresponding 
period in the previous year ; and there is an estimated shortage of 
1,500,000 flats. 

German economic recovery since 1933 has, therefore, depended 
very directly upon vast Governmental expenditure. This ex- 
penditure has been financed partly by the issue of short-term bills 
and partly by securing for the State a share in the consequent 
expansion of incomes in the shape of increased tax receipts and 
subscriptions to long-term loans. The volume of short-term 
bills outstanding has not been published. But it has been estimated 
that it must lie between Rm. 8-6 and Rm. 18-o milliards, and is 
probably in the neighbourhood of Rm. 13-15 milliards.* Meanwhile, 
long-term loans to the extent of Rm. 15 milliards have been floated, 





(1) League of Nations, Monthly Bulletin of Statistics. 
(2) Reichskreditgesellschaft, Deutschlands Wiéirtschaftliche Lage an_ der 


Jahreswende 1938-39. 
(3) Thomas Balogh, ‘‘ The National Economy of Germany,’’ Economic Journal, 


September, 1938. 
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half of these in the past year. Finally, tax receipts have risen 
from Rm. 6-6 milliards in 1933 to Rm. 17-0 milliards in 1938, as 
a result partly of increases in taxation but chiefly of the natural 
buoyancy of revenue in a period of general economic recovery. 

But even this great expansion of revenue and subscriptions to 
State loans has not been sufficient to meet all the requirements of 
the Government, increased as these have been in the past year by 
the cost of acquiring and absorbing Austria and the Sudetenland. 
The question has, therefore, arisen whether the issue of short- 
term bills can be continued indefinitely. In Dr. Schacht’s view it 
definitely can not. ‘‘ Armaments in the final analysis can be 
financed not through money creation but only through savings.” 
On the other hand, “I also saw very clearly that I first had to 
throw a bridge over to this normal financing through savings, for 
our tax revenues had declined to a minimal amount and our capital 
market was exhausted,’ this referring to the situation in 1933. 

But Dr. Schacht never meant this “ bridge ”’ of short-term bills 
to be extended indefinitely. ‘‘ The Spring of 1938 brought a change 
in our finance policy, because at that time German economy had 
reached a stage of full employment. As soon as an economy has 
made use of all available labour and materials, any further credit 
expansion is not only senseless, but actually harmful. For then 
newly-created money can no longer effect a further increase in goods 
production, but can only bring about competition for the available 
labour and raw materials ; and such a competition must necessarily 
lead to an increase in prices and wages, despite all measures of 
State control. Now, the term ‘full employment’ is naturally 
elastic. An economy as large as the German economy will always be 
able to mobilize some labour reserves and realize some success in 
rationalisation. But there was no more room for a credit expansion 
in the former style, and the authorities drew the inevitable conclu- 
sions. On April 1, 1938, credit creation by the central bank was 
stopped, and the financing of Government orders was shifted to 
taxes and loans. The period of transition was covered by the issue 
of delivery certificates.” 

These new “delivery certificates’’ differ from the former 
“special bills” in that they cannot be rediscounted at the Reichs- 
bank. They are not, therefore, liable to cause an expansion of 
the note circulation in the same way. This rose by 38 per cent. 
in the course of 1938, only half the expansion being due to the 
introduction of Reich currency into Austria and the Sudetenland. 
But even though the delivery certificates do not directly affect the 
currency in the same way as the special bills, they represent a form 
of credit expansion whose practical effect is equally an increase in 
the volume of money in circulation. 





(1) This and the following quotations are from a speech by Dr. Schacht on 
November 29, 1938, reprinted in the weekly report of the Institut far Konjunktur- 
forschung, December 1, 1938. 
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Even more acute than the problem of internal finance is that 
of paying for imports. The further internal recovery has proceeded 
the greater has become the demand for essential raw materials, 
In the three years 1935, 1936, and 1937 Germany managed to 
secure an export surplus, but in 1938 imports were maintained,} 
while exports fell (particularly after the Jewish pogrom early in 
November), and an import surplus of Rm. 192 millions developed 
which could hardly have been paid for without the gold and foreign 
exchange—amounting to Rm. 221 millions—acquired from the 
Austrian National Bank after the Anschluss. 


GERMAN FOREIGN TRADE.? 
(Rm. millions.) 


Imports. Exports. Surplus. 


1929 Se ott eas 13,447 13,483 36 
1932 wie oi jae 4,066 5,739 1,073 
1933. a oe $e 4,204 4,871 667 
1934 aaa ae hes 4,451 4,167 —284 
1903 owt ‘ne eel 4,159 4,270 III 
19090 ag s Sue 4,218 4,768 550 
1937 a oes see 5,455 5,901 440 
19030" | es 5,449 5,257 —I1g2 

The Four wie Plan instituted in 1936 is, of course, designed 
to relieve this dependence upon imports. But it has a very long 
way to go. Germany still depends upon imports for two-thirds 
of her oil and three-quarters of her iron ore. Even 20 per cent 
of her foodstuffs must come from abroad—in the case of fats no 
less than 47 per cent. in 1937. 

These difficulties explain the need for a great drive to expand 
German exports. But such a drive must inflict still further demands 
upon the German productive system, when it is already strained 
to the full in simultaneously maintaining armaments output, 
carrying out the Four Year Plan, and adapting the Austrian and 
Sudeten economies to German requirements. 

B.S.K. 


MR. CHAMBERLAIN’S VISIT TO ROME 


MR. CHAMBERLAIN and Lord Halifax arrived in Rome on January I1, 
and were met by Signor Mussolini, Count Ciano, and Count Grandi 
In the evening they had an hour and a half’s discussion with the Duce 
and Count Ciano. 
1) Imports actually rose in volume by II per cent. as compared with 1937, 

but this was balanced by a fall in prices. 

(2) League of Nations Statistical Year Book, 1937-8, and Financial News, 
Januz ary 20, 1939. 
a ni? Excluding Austria. Including Austria the import surplus was Rm. 432 

ms, 
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At a State banquet to the British Ministers Signor Mussolini said 
that in welcoming them as foreign guests they wished also to demonstrate 
the sympathy with which the Italian people had always followed their 
work. He continued : “‘ Your spirit of understanding, the firmness with 
which you have personally collaborated in an equitable solution of 
problems which in September last weighed upon the life of Europe, and 
the tenacity with which you have pursued a programme of reconciliation 
and peace, have been most sincerely appreciated in my country, which 
has always believed in a peace based on justice, which has been and still 
is the ultimate end which the policy of Italy has always pursued.”’ 

The Anglo-Italian Agreement had placed the relations of the two 
countries on a sound basis, which not only took account of the new 
position in the Mediterranean and in Africa, but had “ opened a way toa 
collaboration which we trust will be both lasting and fruitful because it is 
a factor necessary to the peace of Europe.” 

In reply Mr. Chamberlain said he had been deeply moved by the 
warmth of the reception accorded him on his arrival in the country, and 
added, “‘ It is as a representative of a great nation whose desire it is to 
remain on close, friendly, and even intimate relations with another great 
nation that I am here to-day.” 

After a reference to their indebtedness to Signor Mussolini for his 
intervention in September he went on : 

“‘T have come here in pursuit of the policy for which I stand, a policy 
of friendship with all and of enmity with none, and a policy directed to 
the just and peaceful solution of international difficulties by the method 
of negotiation.” 

As one of the first-fruits of the Agreement the two Governments had 
been able, in Rome and in London, to proceed to the exchange of military 
information for which it provided. He concluded, “‘ Convinced as we are 
that our interests in the Mediterranean, while of vital importance to us 
both, yet need in no way conflict with one another, we believe that that 
Agreement has opened a new chapter of friendship and confidence between 
us which should prove fruitful for the future stability of Europe.”’ 


The press, in welcoming Mr. Chamberlain wholeheartedly, referred 
to the conciliatory role he had played from the time when he pronounced 
against sanctions in June, 1936, until the crisis in September, 1938. 
The problems the British and Italian statesmen were going to face were 
described as calling for radical decisions and heroic resolution. 

Signor Gayda again declared that the Italian claims on France 
were based on documentary rights as well as on essential political and 
moral reasons. He also said, ‘“‘ Great Britain, who has to look after her 
great Empire, has a legitimate need of peace and European solidarity. 
The contribution of the Rome-Berlin axis, once the legitimate needs of 
the two Powers which form it have been met, might be decisive for the 
protection of this need, which is equally felt by Italy and Germany.” 


The following day, January 12, the King received the two British 
Ministers and entertained them and Signor Mussolini to lunch. Much 
of the day was given up to formal functions, and, after attending a youth 
display at the Foro Mussolini, Mr. Chamberlain and Lord Halifax had a 
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prolonged discussion with the Duce at the Palazzo Venezia. In the 
evening there was a gala performance at the Opera. 

On January 13 the British Ministers were received by the Pope, who 
was understood to have referred to a number of questions affecting the 
relations between Great Britain and the Holy See, which he hoped might 
be satisfactorily settled. He expressed his pleasure at the good and 
happy relations existing with the British Government. 

At the end of the day, after further conversations, a communiqué was 
issued by the Foreign Ministry and the British Embassy reading : “ In 
the conversations which have taken place in the last few days between 
the Duce and the British Prime Minister with the participation of the 
Foreign Ministers of the two countries, Count Ciano and Lord Halifax, 
the more important questions of the moment and the relations between 
the two Empires have been examined. 

‘‘ These conversations were marked by the greatest cordiality and 
led to a frank and full exchange of views. 

‘ The spirit of friendship of the pact of April 16 was reaffirmed and 
the intention of the two countries to develop their existing relations in 
the spirit of friendship was also agreed upon. They also agreed to 
conclude the agreements which are foreseen in the pact at the earliest 
possible moment. 

‘Once more during these conversations the wish of Great Britain 
and of Italy to pursue a policy which effectively aims at the maintenance 
of peace has emerged, a policy to which the two Governments have 
devoted and will continue to devote their energies.” 

It was understood in Rome that several times during the conversa- 
tions Signor Mussolini had emphasized his determination to do nothing 
to shake European peace, though he had, at the same time insisted on 
the justice of the Italian claims in respect of Tunisia, Jibuti, and the 
Suez Canal. 

He was also understood to have repeated his pledge that all Italian 
troops would be withdrawn from Spain as soon as the “ Cease fire ”’ 
sounded there. 

Mr. Chamberlain was believed to have intimated that the dispute 
with France was a matter for the French and Italian Governments to 
deal with between themselves, and to have made it quite clear that 
Great Britain could not be unmoved at a direct threat to France. 

Also, that the British Government set great store by the explicit 
Italian pledge to maintain the status quo in the Mediterranean, in reply 
to which Signor Mussolini was understood to have said he personally 
guaranteed the fulfilment of every Article in the Agreement of April 16. 


The British Ministers left Rome on January 14, and Mr. Chamberlain 
addressed a telegram to the Duce expressing his ‘““ warm thanks and 
profound appreciation of the welcome ”’ given him throughout the whole 
course of his journey on Italian soil. He and Lord Halifax returned to 
England “ confirmed in our faith in Anglo-Italian friendship, and in our 
hopes for the maintenance of peace.” 

Signor Mussolini replied thanking him warmly, and saying he was 
‘ happy to repeat to you that your visit and that of Lord Halifax to 
Rome has strengthened in me too my faith in Anglo-Italian friendship 
and my confidence in the maintenance of a peace based on justice.”’ 
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GERMAN OFFICIAL VIEW ON THE MEDITERRANEAN 
QUESTION 


ON January 11 the German Diflomatisch-politische Information, the 
organ of the Foreign Office, published a special article on the visit of the 
British Ministers to Rome. This, it stated, was not merely an event 
intended to set a seal on the Anglo-Italian Agreement ; the Agreement 
would rather be the starting-point and foundation of frank conversations 
which, it was to be hoped, would assist in bringing about developments 
which would compel the attention also of those who were not directly 
concerned with them. 

“There can be no question,” it went on, “ that the much-talked-of 
status guo in the Mediterranean is a conception that is far from being 
regarded as a firm reality. While other parts of Europe . . . are now 
engaged in peaceful reconstruction, the Mediterranean to-day has a 
number of sensitive points whose condition cannot be considered as 
satisfactory.”’ 

As to Spain, it might now be said that the only question at issue 
was whether the independence of a national territory could finally be 
re-established after heavy sacrifices and international risks, or whether 
certain international influences would again set to work in order to delay 
a natural and healthy process of regeneration and, with it, the pacification 
of the country. It went on: 

“That the position of Italy as a factor in the Mediterranean areas 
has altered completely and that, therefore, she now has fresh claims to 
make, is a fact to which the world cannot close its eyes. The Mediter- 
ranean is no longer the sphere of existence (Lebensraum) of a people 
which a few decades ago lived at the mercy of foreign influences of every 
kind. In the intervening time a Great Power has arisen in that sphere. 
Although in the past other nations have been able at the right moment 
to ensure for themselves the political and commercial advantages they 
desired, it is to be hoped that they will now take into account, also at 
the right moment, the new fact of the existence of a united Italian nation 
assured i in the possession of strong friends, and the legitimate requirements 
of this nation.” 

As the establishment of peaceful conditions in that area was of the 
greatest importance to Great Britain, the British statesmen would have 
an opportunity in Rome of obtaining a “‘ clearér and more plastic con- 
ception of the true meaning of the problem ”’ than they could get at a 
distance ; a problem which certainly would not be more easily solved 
by procrastination. 

On the German side the hope could only be expressed that—‘ with 
particular regard to the efforts at disturbance which are being made from 
other continents—the Rome conversations will lead to a result that will 
satisfy the expectations of Germany’s Italian friends, and at the same 
time prepare a way for the regulation of relationships which, when all 
is said and done, is in the interests of all.” 





JAPAN’S STATEMENT OF POLICY 


MR. ARITA made a statement of policy in the Japanese Diet on January 
21 in which he reiterated that Japan’s policy had, as always, been so 
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conducted as to “ promote the interests and welfare of East Asia through 
the co-operation and collaboration of the peoples of that region, and 
to contribute to the general prosperity of mankind.”’ 

Replying to the criticism of their programme for collaboration 
with Manchukuo he cited the results achieved in that country in the 
past six years. Laws and systems of government had been set up 
in due succession, and work developing natural resources was progressing 
apace, so that 30 million people of the land were living happily, secure 
of their livelihood. National foundations had been consolidated more 
firmly than ever, and seven Powers had already extended their recognition 
of the Empire. 

Further, “‘ the establishment of peace and order and the expansion 
of industries have notably benefited all other countries concerned, 
including Great Britain and the U.S.A., whose trade with Manchukuo 
is showing marked increases in volume as compared with the years 
before the Manchurian incident.” 

As to China, their policy had been set forth in the statement of 
November 3, which he quoted, and in that of December 22, in which 
the Japanese Government declared their intention of joining hands 
with the far-sighted Chinese animated by similar ideals and aspirations, 
to work together for the common purpose of constructing a new East 
Asian order. 

It was also announced then that what Japan asked of China was 
neither territory nor indemnity, and, further, that ‘‘ not only will Japan 
respect the sovereignty of China, but that she is even prepared to give 
practical consideration to the question of the abolition of extra territoriality 
and the rendition of foreign concessions. r 


Unfortunately there still persisted misunderstandings ascribing to 
Japan the intention to close the doors of China. It would, of course, 
be necessary, in creating a new order in East Asia, to enforce certain 
restrictions and regulations in spheres having a vital bearing on the 
national defence and economic independence of the three countries. 
But these measures would be confined to minimum requirements, being 
directed towards no other purpose than that of enabling East Asia to 
function well as a link in the chain of world economy and to contribute 
to the general prosperity of mankind. 

“ Consequently,” the Foreign Minister went on, “there will be 
left open vast fields wherein not only will the rights and interests of 
other countries and the commercial . . . enterprises of their nationals 
remain absolutely unaffected, but wherein foreign participation will 
be really welcome, so that it is confidently expected that economic 
activities of other Powers will be more than ever stimulated under 
the new order.”’ It was hoped and expected that the Powers concerned 
would understand the true intentions of Japan, and would extend their 
active co-operation in the task of constructing the new order. 

He maintained that “‘ although the Chiang Kai-shek régime is still 
professing its policy of a so-called long-term war, it has already fled 
into a remote province . . . while in the regions in occupation by 
our forces sentiment is growing rapidly against the Comintern and 
in favour of friendship with Japan. The Provincial Government and 
the new Governments at Peking and Nanking and the autonomous 
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Government of Mongolia are all making healthy progress, and steadily 
winning popular support and confidence.”’ 

In Hankow and Canton movements were coming to a head for 
the establishment of other local governments. As for the recent flight 
from Chungking of certain leaders of the so-called peace faction in 
the Chiang Kai-shek régime, the Government were watching carefully 


for consequent developments. 


Mr. Arita then turned to the activities of the Comintern, the “ arch- 
enemy of peace and order,” and said, “ since the outbreak of hostilities 
the Communists have rapidly extended their sinister influence and have 
ultimately made their way into the inner councils of the Kuomintang 
Government, so as to command positions of leadership in both military 
and political affairs. The so-called long-term war, as well as guerilla 
tactics, have originated in recommendations of the Communist Party. 
They constitute a conspiracy which, by sacrificing the masses of China, 
aims at the postponement for as long as possible of a settlement of the 
conflict and, by that means, at the Bolshevization of China and the 
entire world.” 

In conclusion, he dealt with relations with the Soviet Union, speaking 
of the illegal interference with their coal and oil concession rights in 
North Sakhalin, and the failure of negotiations in the fishery question 
owing to “‘ questions which have been injected into the discussions 
by the Soviet Government and which have no relevance with the Fishery 
Treaty.” While it was expected that the Soviet Government would 
“negotiate with sincerity,” Japan was, of course, prepared to take 
appropriate steps when it came to a question of protecting her legitimate 
rights and interests. 

(For the British Note to Japan see page 28.) 





FORTHCOMING EVENTS 


1939 
January 30 
February 1 


February 2 
February 21 


March 27 
April 14... 
May I 
May 4 
May 8 
May 15... 
June tr... 
June 26... 
August 27 


*Supervisory Commission 
Meeting of —— Ministers of the Baltic 
States ‘ 
*86th Session of the Gov erning os Delis (I. L. O. ) 
*Committee of Raper on Codification of 
Road Law ‘ ra 
*Committee of —_— on Savery 
*Permanent Central Opium Board ... 
*General Advisory Health Council 
*Health Committee oe 
*Sub-Committee on Drug Seizures be 
*Advisory Committee on Traffic in Opium, de. 
*Permanent Mandates Conimission ... 
International Chamber of Commerce Congoem 
Inter-Parliamentary Union Conference 


* League of Nations or International Labour Office. 
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CHRONOLOGY 


Argentina 

Jan. 13.—The Senate approved a Bill (already passed by the 
Chamber) for the re-building by the State of the railway across the 
Andes to Chile. (It had been closed since January, 1934.) 


Belgium 

Jan. 10.—The Prime Minister told the Foreign Affairs Commission 
of Parliament that he was dissatisfied with the onesidedness of the 
Spanish non-intervention policy. As at present practised he considered 
it could not continue, and if the manner of its application to the two 
sides were not modified the Government must reserve the right to recon- 
sider their attitude. The intervention of Germany and Italy had become 
intolerable. 

It was announced that M. Spaak had written to London on the matter. 

Jan. 11.—The Council-General of the Socialist Party decided to give 
M. Spaak a free hand to continue negotiations with General Franco. 

Jan. 15.—The Socialist Congress approved, by 387,000 votes to 
192,000, the Premier’s policy on the dispatch of an Agent to Burgos. 

Jan. 16.—The Cabinet decided to appoint the representative for 
Burgos. 

Jan. 20.—M. Spaak handed over the Portfolio of Foreign Affairs 
to M. Janson, a former Premier and Minister of Justice, and a Liberal. 

Jan. 21.—M. Spaak completed a reconstruction of the Cabinet, 
with General Denis as Minister of Defence; M. Janssen, Minister of 
Finance; M. Van Dievoet, Justice; M. Barnich, Economic Affairs ; 
M. Merlot, the Interior ; M. Balthazar, Public Works and Employment ; 


Comte Lynden, Agriculture; M. Delattre, Labour; M. Dierckx, 
Education ; and M. De Vleeschauwer, the Colonies. 

Besides the Premier the Ministers of Economics, Labour, the 
Interior, and Public Works were Socialists. Those of Finance, Justice, 
Agriculture and the Colonies were Catholics, and the rest Liberals 
(including the Foreign Minister). 


Brazil 

Jan. 19.—The President signed a decree re a “ special plan of public 
works and national defence ’’ to cost some 3 million contos of reis (say 
{37 million) extending over 5 years. 


Canada 

Jan. 12.—The speech from the Throne at the opening of the 4th 
session of the Federal Parliament stated that Ministers had given anxious 
consideration to developments in the international situation, because 
aggressive policies actively pursued in other continents had inevitably 
disturbing consequences in every part of the world. 

The Government were hopeful that the efforts being made to find 
a solution for the specific differences causing friction would be successful, 
but time was required, and the possibility of further tension must be 
faced. So the Government held that the strengthening of Canada’s 
defences was imperative, and proposed to augment the rearmament 
programme begun 2 years previously. 
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China 
EXTERNAL AFFAIRS. 

Jan. 10.—Wen Tsung-yao, a member of the Japanese-sponsored 
Nanking régime, issued an appeal to the g provinces under Chiang 
Kai-shek’s Government to conclude peace on the basis of Prince Konoe’s 
three points. 

Jan. 12.—The purchase by the Government of 200 aeroplanes in 
America was announced. They were the latest type of fighter-bombers. 

Jan. 16.—The Government informed the British Embassy of the 
decision to suspend the service of foreign loans secured on the Maritime 
Customs. (See also Sino-Japanese War. Foreign Interests, under 
January 15.) 

Customs returns for 1938 showed that the revenue totalled $254 
million odd, as compared with $342 million in 1937. 

Jan. 18.—The Ministry of Finance at Chungking stated that China 
wished to pay her obligations secured on the Maritime Customs, and was 
prepared to consider any fair arrangement to meet these debts. She 
had no intention of declaring a moratorium, and provision would be 
made after the necessary negotiations for the payment of the debt 
service affected by the statement of Jan. 15 after hostilities had ended. 

Jan. 20.—League Council resolution re China. (See League of 


Nations.) 


Sino-Japanese War 
PROGRESS OF HOSTILITIEs. 
North China. 

Jan. 11.—The Chinese started an offensive across the Yellow River 
from Shansi and captured several towns, including Chihsien, Puhsien, 
Taning, and Siangning. Reports were also current that guerilla forces 
had attacked Wei-hai-Wei. They were also active on the railway between 
Peking and Tientsin, wrecking a goods train near Langfang, and setting 
fire to its cargo of cotton, bound for Japan. 

Jan, 18.—Sianfu was raided, and much damage done to the H.Q. 
of the Communist 8th Route Army. 

Japanese forces were reported to have entered Inner Mongolia, 
west of Peking, and Chinese troops were also reported to be fighting them 
some 80 miles south of the Paotow railway. ~ 

Jan. 19.—Further raids were made on towns in Shensi, and at 
Paoki much damage was done. 


Shanghai and the Yangtze Valley. 
Jan. 10.—Chungking was raided by several Japanese planes, but, 


according to Chinese reports, no bombs fell in the city. 
Jan. 13.—Raids were made on several towns in Kiangsi and Hunan, 


including Kian, Ichang, Hengyang, and Changsha. 
Jan. 15.—Chungking city was bombed by 21 planes, and over 300 


people were killed and wounded. 
South China. 
Jan. 13.—Many places in Kwangsi and Kwangtung were raided, 
including Kweilin and Yingtak (Shiuchow), and a group of 50 junks in 
the North River, near Canton, was bombed and machine-gunned. 
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Jan. 17.—Severe fighting was reported from north of Canton, and 
the Chinese claimed to be holding the Japanese at Sunkai. 
Jan. 18.—The Japanese occupied Fayun, some 30 miles north of 


Canton. 


FOREIGN INTERESTS. 


jan. 10.—It was announced in Peking that on January 15 the 
Japanese naval authorities at Chefoo would take control of foreign 
exchange transactions, owing to “ naval necessity.” 

jan. 14.—The Japanese Embassy in Shanghai stated that Japan 
was refusing the service of foreign loans secured on the Maritime Customs 
until the Chungking authorities paid the arrears of the Japanese share 
of the Boxer indemnity, and carried out other conditions contained in the 
Anglo-Japanese Loan Service Agreement of May 2, 1938. (The Chinese 
had refused to execute this, on the ground that it would imply recognition 
of Japanese conquests, but had met all foreign and domestic obligations 
secured on the Customs except the Boxer payment to Japan of £30,000 
a month, which was being paid into a special account with a British 
bank. (See Bulletin of May 7, 1938, page 18.) 

British Note to Japan re policy in China, the Nine Power Treaty, 
and extra-territoriality. (See Japan.) 

Jan. 15.—The Ministry of Finance at Chungking stated that the 
Government had advanced about $175 million for debt service, but the 
situation had become so anomalous that it could not continue, and they 
had been obliged to reject the request of the Inspector-General of the 
Customs for a further advance. They were prepared, however, to set 
aside sums proportionate to the Customs collections in the areas under 
their control. 

Jan. 16.—The British Embassy received formal notice of the Chung- 
king Government’s decision to suspend the service of loans secured 
on the Maritime Customs. 


Czecho-Slovakia 

Jan. 10.—Polish protest against attack on the Consulate at Sevlus. 
(See Poland.) 

Jan. 11.—The Government received from the Soviet Minister a 
protest against the activities in Czecho-Slovakia of the leader of the 
Tsarist Cossacks, M. Popoff, who was reported to be supporting the 
German scheme for a Great Ukraine. 

It was announced that the Briinner Arms Factory, belonging to the 
State, had been sold to a private group. (The majority of the shares 
were held by Skoda.) 

Jan. 13.—The Government concluded an agreement with the Jewish 
Agency for the emigration of 2,500 Jews, most of them for Palestine. 
A group of youths were also to go to the “ Nordic’ States, where they 
would be re-educated. 

Jan. 16.—General Prchala was appointed by the Prague Govern- 
ment Minister without Portfolio in the Carpatho-Ukrainian Government 
to restore order in the province, owing to allegations by both Poland 
and Hungary that the local authorities were not masters of the situation. 
Jan. 17.—A violent demonstration by young Ukrainian “ Fascists ” 
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was held at Chust, when Czechs were jeered at and cheers were given for 
M. Revay and for “ free Carpatho-Ukraine.” 

Jan. 20.—The President of the Republic accepted the resignation 
of the Slovak Cabinet and appointed a new one with Dr. Tiso as Premier 
and Home Minister. 

The Slovak Diet was opened at Bratislava. An oath to the Diet 
as well as to the Republic was read in German, Hungarian, and Ukrainian, 
as well as in the Slovak language. 

Jan. 22.—M. Chvalkovsky in Berlin, and German press on Czecho- 
Slovak policy. (See Germany. External Affairs.) 

Expulsion of Czechs from Teschen. (See Poland.) 

Jan. 23.—Following the Foreign Minister’s report on his visit to 
Berlin the Cabinet instructed the Minister for Commerce and Finance 
to draw up a programme of economic co-operation with Germany. 

It was stated in Prague that Germany asked that the Government 
should repudiate the Pact with the U.S.S.R. and join the Anti-Com- 
intern Pact, and that M. Chvalkovsky had expressed readiness to do 
this when Germany had guaranteed the Czecho-Slovak frontiers. Ger- 
many was also reported to have demanded that the Prague Government 
should declare their disinterestedness in the alliance with France. 

The arrest in Prague was announced of 12 Communists. 


Danzig Free City 

Jan. 13.—Local Jews, numbering about 1,000, were ordered to 
prepare for expulsion from Danzig on Jan. 27, when they would be placed 
on board a steamer and sent to Genoa. They would not be allowed to 
take any of their property. 

Jan. 19.—League Committee’s communiqué re decrees of the 
Danzig Senate. (See League of Nations.) 


Egypt 

Jan. 15.—The Minister of War resigned, owing to the Cabinet’s 
decision to reduce the salaries of Army officers. 

The Crown Prince of the Yemen arrived in Cairo. The 5 Arab 
leaders also returned there from their visit to Beirut to consult the former 
Mufti of Jerusalem. a 

Jan. 17.—The Prime Minister presided over a meeting of the Arab 
leaders. 

Hussein Pasha Sirry, Minister of Public Works, was appointed 
Minister of War. He was succeeded by Mohamed Bey Riad. 

Jan. 20.—Ragheb Bey Nashashibi stated in Cairo that unless his 
party (the National Defence Party) was allotted one half of the Palestinian 
Delegation no single member of it would take part in the London Con- 
ference. He claimed that much of the apparent support for the Mufti 
came from people who had been intimidated, or whose names had been 
used without their knowledge. 

Jan. 23.—The Iraqi Prime Minister arrived back in Cairo from his 
visit to the Mufti, and told Ragheb Bey Nashaishibi that it was proposed 
to add to the Arab delegation two members of the National Defence Party. 

Ragheb Bey refused the offer, stating that one of the men named 
was ill, and the other had left the Party, and supported the Mufti. 
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Eire 

Jan. 15.—An I.R.A. proclamation was posted up in many parts 
of the country calling on Britain to evacuate completely every part of 
Ireland, ‘“‘ as an essential preliminary to arrangements for peace and 
friendship between the two countries.” It urged the people of All Ireland 
at home and in exile to assist in the effort being made “ in God’s name ”’ 
to compel that evacuation and to enthrone the Republic of Ireland. 
The hour had come for supreme effort to make both Irish independence 
and the Republic effective. 


Eritrea 

jan. 17.—Reports from Jibuti stated that troops were being 
concentrated on the frontier of French Somaliland, and that at Massawa 
there were ten gunboats, six submarines, and a cruiser. 


France 
INTERNAL AFFAIRS. 

Jan. 10.—The rapporteur to the Chamber Finance Committee, 
reporting on the Air Estimates for 1939, said that during the past 20 
years the average annual expenditure on the air arm had only been 
1,500 million francs. In 1939 over 20,000 millions (including 8,000 
millions for new machines) would be spent on “ Plan 5,’”’ which provided 
for 4,500 modern machines, of which 2,600 would be first line. 

He maintained that as the industry had the State as virtually its 
only customer it should be controlled by the State. 

He called for an increase in personnel—the figure of 4,000 officers 
and 77,000 men was far from adequate. 

Jan. 17.—The battleship Richelieu, the first of 4 to be built of 35,000 
tons, was launched at Brest. 


EXTERNAL AFFAIRS. 


Jan. 10.—The Prime Minister and M. Bonnet entertained in Paris 
Mr. Chamberlain and Lord Halifax, who were on their way to Rome, 
and a statement was issued saying that in the conversations which 
took place ‘‘ the general identity of views previously arrived at between 
the two Governments was fully confirmed.”’ 

Jan. 12.—M. Herriot, in his address as President of the Chamber 
of Deputies, reviewed the foreign situation, and said Frenchmen were 
united in their resolve not to yield to threats. A free nation did not 
allow its frontiers to be bargained away; it defended them. The 
events of the last few weeks had enabled France to show her affection 
for a department (Tunisia) which had made heavy sacrifices for its 
defence, and to prove once more her attachment to her sons oversea. 

Associating himself with the declaration of the Pope on liberty 
and with Mr. Roosevelt’s statement, he said, ‘‘ The rule of law is dying, 
and with its death are threatened all the achievements of the human 
spirit. In the midst of this anarchy few voices alone are raised in 
protest.” 

The Chamber, he believed, would like to echo the voices of those 
two men. “ The Republic,” he added, “is not an easy-going régime. 
Liberty is gained by the deserving. At a moment when the national 
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interest is paramount, our legitimate differences of ideas give way before 
our common devotion to the Republic and the Motherland,” and he 
appealed for the co-operation of employers and workers in order to 
secure a greater production of armaments. 

Jan. 13.—M. Reynaud broadcast an address to the U.S.A. on his 
programme, in which he appealed for co-operation among great 
democracies as the only means of preventing the eruption of brute 
force. He outlined the position France had got into owing to 7 years 
of economic crisis, and said it had been doubted whether it would be 
possible to rescue the country by remaining faithful to the system of 
economic freedom, which could not be entirely abolished without 
harming the régime of political freedom as well. He had chosen liberty, 
believing that control of foreign exchange and the nationalization of 
a large part of business would end in failure. 

His most urgent task had been to strengthen the franc, and that 
had been accomplished. 

The Vice-Chairman of the Suez Canal Co., speaking at a directors 
meeting, referred to the argument that the exploitation of a great sea 
highway by a private company was an anachronism, and pointed out 
that the status of the Canal could not be changed without the consent 
of the Egyptian Government, nor without the consent of the company, 
which was fully resolved to allow no derogation from its rights and 
no change in a concession of which it had assumed all the risks and 
all the costs. 

If all that was at stake was the nomination of directors or a modifica- 
tion of dues, the former was a matter for the shareholders, and the 
latter exclusively one for the board. The company would certainly 
not allow itself to be influenced by peremptory threats, still less by 
insults. : 

Jan. 15.—The Executive Committee of the Radical Party passed 
a resolution noting that, ‘‘In spite of the engagements undertaken in 
the London Non-Intervention Committee, Italy has not ceased from 
affording support to General Franco in material and in soldiers, who 
are installed in Spanish territory, in the Balearics, and on the Moroccan 
coast, thereby gravely endangering our Mediterranean communications. 
The Committee demands that the Government shall vigilantly examine 
the situation thus created.” 

Jan. 16.—The administrative committee 6f the World Jewish 
Congress, meeting in Paris, opposed the German plan for the emigration 
of Jews or “‘ any settlement which gives the third Reich a bonus for 
the expulsion and expropriation of the Jews,” and advocated the creation 
of a central body empowered to negotiate with Governments in the 
name of ‘Jewry. 

It resolutely rejected the idea that a Jewish colony should be set 
up in Abyssinia. Twelve countries were represented at the meeting. 

Jan. 17.—The Government sent a Note to Japan ve the policy of 
Japan towards China, similar to those from the British and US. 
Governments. 

Jan. 18.—The Army Commission of the Chamber rejected by an 
overwhelming majority a Communist motion demanding that the 
Government ghould open the Spanish frontier and send armaments to 
Catalonia. 
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Jan. 19.—The Note sent-to Japan stated that her Far Eastern 
policy as defined in recent statements did not appear compatible with 
the Nine-Power Treaty, and the French Government could not accept 
or recognize any modification in the order of things established in China 
by the Treaties which was not the result of previous consultation by, 
and duly accepted by, the interested Powers. 

They continued to hold the view that the principles set forth in the 
Treaty had lost none of their validity, and they refused to believe that 
Japan proposed to denounce unilaterally the contractual measures to 
which she had freely subscribed, and that she had the intention, by 
modifying the state of affairs to which those measures applied, to confront 
the other signatory Powers with a fait accompli which would inflict a 
grave prejudice on their interests. 

Jan. 22.—Press attack on France. (See Italy. External Affairs.) 

Jan. 23.—The Temps, referring to Signor Mussolini’s speech the 
previous day, said that though his assurances about withdrawing from 
Spain could not be ignored it was necessary “‘ to keep in mind the hypo- 
thesis that for some reason or other these engagements may not be entirely 
fulfilled. If, then, in the case of a final Nationalist victory, it appears 
that, in spite of the engagements both of Signor Mussolini and General 
Franco, foreign organizations remain in Spain, it would be the imperious 
duty of France to make sure of compensating positions. One can see 
several which it would not be difficult to occupy.” 























Germany 
INTERNAL AFFAIRS. 

Jan. 10.—Speaking at the opening of an “ anti-Semite ’’ department 
in Berlin University, Herr Streicher said ‘“‘ World Jewry has only one 
Zoe 
Italian people. The Jewish question will only be solved when it has been 
solved not only in Germany but also in other nations, and when the other 
nations march together with the German and Italian peoples into a new 
future.” 

Quoting Disraeli’s remark that “ the racial question is the key to 
world history ”’ he said, “‘ We are in the midst of the greatest battle that 
has ever been waged in the world.” 

Herr Streicher’s address lasted 2} hours. 

Jan. 12.—It was announced that the Government loan of 1,500 
million marks, for which the lists had been opened on November 28, 
had been fully subscribed. The interest rate was 4} per cent. 

Jan. 19.—The 10,000-ton cruiser Seydlitz was launched. She 
carried eight 8-in. guns, and was the fourth of the 5 “‘ A’”’ class cruisers 
allowed under the Naval Treaty with England. 

A decree was issued extending to dentists and veterinary surgeons 
the order forbidding Jews to practise after the end of January. 

Jan. 20.—Herr Hitler relieved Dr. Schacht of the Presidency of the 
Reichsbank and appointed Dr. Funk to succeed him. He informed 
Dr. Schacht that he intended to employ him in future, in his capacity of 
Reich Minister, in the execution of special tasks. 

Herr Hitler’s letters to Dr. Funk and Dr. Schacht. (See article on 


Dr. Schacht’s dismissal.) 
Jan. 21.—Herr Dreyse, Vice-President of the Reichsbank, and Herr 
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Hiilse, a Director, were retired, and the former was replaced by Dr. 
Brinkmann, Dr. Funk’s Secretary of State at the Ministry of Economics. 

Herr Hitler issued an order making the S.A. responsible for pre- 
military and post-military training. Every qualified male of 18 or 
over had the “ moral duty ”’ to belong to the sport section of the S.A. 
which would become a military section, and retired soldiers were also 
ordered to join, to keep themselves in training. 


EXTERNAL AFFAIRS. 

Jan. 10.—Press comment on the British official statement on the 
situation and the military operations in Palestine was characterized 
by headings such as “ Terrorism openly admitted,’ and the official 
News Agency announced that “ The British War Office published a 
statement of 10 pages on the charges of brutal behaviour by the British 
towards the Arab population, which have been made since the beginning 
of the military operations.” 

Angriff said that “behind the veiled sentences of the London 
statement stands the cruel reality of the British conduct in Palestine 
which in everyday language would be expressed in very different terms : 
the Arabs are brutally robbed of all their money, they are starved out, the 
villages are destroyed, and defenceless people are shot down if they are 
merely suspected of trying to escape. These methods are accepted in 
silence by British public opinion. . . . ” 

Mr. Rublee, Director of the London office of the Evian Conference 
on Refugees, arrived in Berlin and called at the British, French, and 
U.S. Embassies. 

Jan. 11.—A semi-official statement was issued declaring that on 
January 6 a shot had been fired through a window of the residence of the 
German Consul at Amsterdam, and on January 9 another through the 
window of the Secretary of the Legation at The Hague. 
~ Official view of the visit of Mr. Chamberlain to Rome. (See Secial 

ote.) 
Jan. 12.—The Vdélkischer Beobachter stated that Germany did not 
intend to avail herself of her full rights under the Naval Agreement 
of building submarines up to roo per cent. of the British tonnage, or of 
laying down before 1942 two A class cruisers. For technical reasons a 
certain time would elapse before the point was reached of utilising to 
the full the permission for building cruisers and submarines. 

Diplomatisch-politische Korrespondenz, referring to the shots fired in 
Holland, stated that world Jewry, in its struggle against Germany, 
seemed to have found a new sphere of operatiéns. While many people 
in Europe were trying to enable the unavoidable exclusion of the Jews 
from Central Europe to proceed along normal channels, other forces 
were at work to bring about a conflict in an even more acute form. Recent 
events had given the impression that responsible quarters in Holland 
could not altogether be relied on to oppose Jewish machinations resolutely. 

Such a state of affairs could not be ignored by the Dutch Government, 
since it endangered the traditional neutrality of the country. 

__ Herr Hitler received the Diplomatic Corps in the new Reich Chancery, 
in order to accept the New Year greetings of their Heads of State. 

The doyen of the Corps, the Papal Nuncio, said the year 1938, 
anxious though it had been, had brought with it one day so joyful that 
it was a source of strength and of glad hope to recall it. The day on which 
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four statesmen had unexpectedly met in Germany and reached an 
agreement had filled all nations with joy. 

Herr Hitler replied that the German people realized that 1938 
had brought for them the fulfilment of their inalienable right of self- 
determination, and went on: 

“The fact that the success which we all desired was achieved we 
owe not only to the will to peace and the sense of responsibility of the 
Governments concerned ; we owe it, above all, to the realization that the 
necessities which are rooted in the historical development and the natural 
requirements of the peoples must sooner or later be recognized and not 
refused, to the disadvantage of a single people or State, or even ruined 
by brute force.” 

The Powers concerned had drawn the right conclusions from this 
realization, in making their decisions, and thereby had made a real 
contribution not only towards the maintenance of peace, but towards 
the creation of a healthier and happier Europe. 

Jan. 13.—State Department announcement ve further Note to the 
German Government ve treatment of U.S. citizens. (See U.S.A. Ex- 
ternal Affairs.) 

The Foreign Office published its reply to the U.S. Note of January 6, 
in which it pointed out that the U.S. Government was entitled to lay 
down certain principles to govern measures taken in America, but that 
it was questionable whether those principles were binding on other 
Governments within their own territories. There existed no general 
principle in international law under which a State was bound to protect 
foreign nationals living within its boundaries from discriminatory treat- 
ment by reason of race, religion, or other peculiarities. 

Rights to which U.S. citizens were entitled by international agree- 
ment had naturally been respected, and German officials had, where 
possible, given preferential treatment to foreign nationals so far as the 
law allowed. 

Jan. 15.—The Frankfurter Zeitung, in its editor’s report from Rome, 
stated Mr. Chamberlain was probably told that shouts in the Italian 
Chamber were not Government declarations signifying immediate self- 
help on the part of Italy. But France must recognize that Italy was not 
prepared to negotiate on an unfavourable platform, such as the 1935 
Treaty. 

Mr. Chamberlain had probably convinced himself that no attack on 
Tunis or Jibuti was planned, and that Italy stood by the status quo in the 
Mediterranean as laid down in the Anglo-Italian protocols. But that 
did not mean that in the Italian view all conditions in all parts of the 
Mediterranean were ideal. It would be intolerable, for example, if the 
French were to execute plans such as the enrolment in the French Army 
of foreigners living on French soil and the compulsory conversion of 
Italians into Frenchmen. ‘ That, in fact, would be a decisive change 
in the status quo.” 

The Foreign Minister of Hungary arrived in Berlin and had 
conversations with Herr von Ribbentrop and, later, Herr Hitler. 

The Trade Agreement with Turkey, providing for the grant of a 
credit of 150 million marks for that country, was signed in Berlin. 

Jan. 17.—Diplomatische Korrespondenz, referring to the Franco- 
Italian dispute, said “It was a timely warning when Italy left it in 
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no doubt that she could not remain indifferent should a stimulus be 
given to ‘ Red’ intervention in the Spanish war, and that she would 
have to reserve to herself a free hand in such a case. That Germany 
welcomes this standpoint with the fullest comprehension should not be 
in doubt anywhere.”’ 

A ‘very disturbing situation’’ would arise if France were to 
capitulate to the demands of Left-Wing politicians. 

Jan. 18.—Count Csaky left Berlin, after conversations with Herr 
von Ribbentrop which established complete identity of view on questions 
of foreign policy. 

Jan. 20.—The Four Year Plan, Field-Marshal Géring’s monthly 
paper, published an article by Dr. Funk, who emphasized the importance 
of improving the export trade, and said a new type of commercial 
traveller would be trained to push German goods abroad. He added, 
however, that Germany was ready to dispense with the U.S. market. 

The continual abuse of Germany in America meant that the U.S.A. would 
lose one of their best customers, and the “‘ obscurities and half-measures”’ 
of the Anglo-American Trade Agreement showed that it would be difficult 
for America to find a substitute. 

Germany could replace her American orders by imports from the 
Balkans and Turkey. 

The Berliner Tageblatt severely criticized articles in the Czech press, 

particularly in the Government organ, Venkow, as preaching the very 
opposite of the policy of understanding formulated by President Hacha. 
It declared that they demanded a return to the ‘“ Czech patriotism” 
of the old type; in other words, the aggressive ideology of Dr. Benes, 
and asked, did they not realize what it meant to make reactionary appeals 
to a mistaken past ? 

Jan. 21.—Herr Hitler received the Foreign Minister of Czecho- 
Slovakia. A semi-official statement on the results of M. Chvalkovsky’s 
visit intimated that he had been told that there should be no room in 
his country for a policy directed against Germany, while it was further 
emphasized that an anti-German press campaign would be detrimenta! 
only to Czecho-Slovakia. 

Field-Marshal Géring received Dr. Rublee and told him that the 
discontinuance of conversations on the refugee problem did not mean 
that they had been broken off. 

Jan. 22.—The National Zeitung declared that it could not be main- 
4 tained by Prague that it was an internal Czech affair if every-day Czecho- 
; Slovak realities were not in accordance with that country’s foreign policy 
of friendship (with the Reich). In particular a section of the press had 
adopted an unfriendly, at times even arrogant, tone towards the Reich. 
This section nourished itself on the illusion that it could make difficulties 
for Germany, but a glance at the past year should show how stupid such 

an illusion was. 
The Diplomatisch-politische Information published a reminder to 
4 Hungary that Germany was involved in some risks and heavy financial 
I sacrifices by the policy which restored to Hungary her ethnological 
: frontier. Instead of being grateful, and in opposition to the Magyar 
Government, a “ heterogeneous mass, composed of supporters of thie 
Popular Front, Jews, reactionaries, and other unsatisfied elements, take 
up an attitude which Germany cannot note without astonishment.” 
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Swiss representations re German press articles on the duties of a 
neutral State. (See Switzerland.) 

Jan. 23.—Speaking in Vienna at a celebration of the 20th anniversary 
uf the establishment of the Ukrainian National Government at Kieff, 
two Ukrainians demanded a State conforming to ethnographical frontiers, 
and formed by the partition of Poland, Russia, and Czecho-Slovakia. 
Since the affirmation at Munich of the principle of self-determination 
the 50 million Ukrainians had become imbued with a new national spirit, 
and to-day the time had come for the rebirth of the Ukraine. (The H.Q. 
of the German Ukrainian “ Action ”’ were in Vienna.) 

The Colonial Political Department issued a set of instructions on the 
line to be taken in all training in colonial policy, which stated that ideas 
about colonial policy should derive from the needs of the people of the 
mother country. The opening up of colonial raw material sources was 
a question of life and death for the German people. 

Questions of colonization were to be treated in the sense of a limited 
settlement needed for opening up and developing raw material sources, 


not with the idea of mass colonization. 


Former German colonies were to be referred to as actual possessions 
which were temporarily under mandate. 

Speeches at dinner in London of the German Chamber of Commerce 
for the United Kingdom. (See Great Britain. External Affairs.) 

Statements in Prague as to German demands of M. Chvalkovsky. 
(See Czecho-Slovakia.) 


Great Britain 
INTERNAL AFFAIRS. 


Jan. 10.—The Joint Shipping Policy Committee of the Chamber 
of Shipping and the Liverpool Steamship Owners’ Association submitted 
to the Government proposals formulated by the different sections of the 
shipping industry designed ‘“‘ to secure the maintenance of the British 
Mercantile Marine in the face of severe and increasing foreign competition, 
largely State-aided or artificially fostered.” 

jan. 23.—The Prime Minister broadcast a statement about the 
Government scheme of voluntary national service, describing it as “a 
scheme to make us ready for war,” but that did not mean that he thought 
war was coming. ‘‘ We in this country,” he said, ‘‘ would never begin 
a war. But we might be forced to take part in a war begun by others, 
or we might be attacked ourselves if the Government of some other 
country were to think we could not defend ourselves effectively. The 
better prepared we are to defend ourselves and to resist attack, the less 
likely is it that any aggressor will try an adventure in which the chances 
of success would be so unpromising. 

Mr. Chamberlain then explained that the reason why they must 
prepare in time of peace the organization needed to protect the civil 
population was that the development of air forces had deprived the 

sritish Isles of their old island security, and the civilians would be the 
victims of attack as much as combatants—indeed, they might be the 
first victims. Further, they must train this organization in peace, for 
there would be no time to do so after war started. It would be seen, 
therefore, that the scheme was just one of common prudence. 

He recommended everyone to study the forthcoming handbook, 
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to see what form of service they could best give, and concluded by 
emphasizing that the scheme was a voluntary one, and he was confident 
the Government would get all the volunteers they wanted without 
recourse to compulsion. 


EXTERNAL AFFAIRS. 

Jan. 10.—Mr. Chamberlain and Lord Halifax left London for Rome. 
Statement issued in Paris. (See France. External Affairs.) 

Jan. 11.—Mr. Chamberlain and Lord Halifax in Rome. (See Special 
Note.) 

It was announced that the Government had sent a strong protest 
to General Franco against the violation of British territorial waters by 
his warships in the action fought near Gibraltar on Dec. 30. They 
reserved the right to claim compensation for injuries to British subjects 
and damage to property. 

They had also protested against attacks on the steamer Marionga 
on Dec. 29 between Valencia and Cartagena. 

Jan. 14.—Government Note to Japan ve her policy in China. (See 
Japan.) 

Jan. 15.—Figures of foreign trade for 1938 showed imports valued 
at {920,437,586, a decline of £107,386,842 ; and exports at £470,883,4809, 
a decline of £50,508,005. 

Re-exports were £61,607,985, a decline of £13,525,686. 

Mr. Chamberlain arrived back in London from Rome. 

Jan. 18.—The Prime Minister received a letter from the leader of 
the Opposition asking for an immediate summoning of Parliament 
in view of the gravity of the situation in Spain, and replied that the 
Government saw no advantage in anticipating the date on which it was 
due to meet, in less than a fortnight. 

The request was apparently based on Mr. Atlee’s view that the time 
had come when all embargo on the supply of arms and ammunition to 
the Spanish Government should be removed, but “ In the opinion of 
the Government,’’ he said, ‘‘ such a course would inevitably lead to the 
extension of the conflict with consequences which cannot be accurately 
foreseen, but which would undoubtedly be very grave.” 

Jan. 23.—Speaking at the dinner of the German Chamber of Com- 
merce in the U.K., Mr. Hudson said it was inevitable that British and 
German traders and industries should to some extept be in competition 
with one another, but, despite this, the two countries had a common 
interest in the development of overseas trade. He quoted figures to 
show that when Germany’s trade increased so did Britain’s, and when it 
dropped, Britain’s did so also. 

He could not agree with the German contention that exchange 
controls, clearing, and payment agreements had been forced on Germany 
by the creditor countries, or that the main cause of her economic diff- 
culties was the service of her foreign debts. Her difficulties, he said, 
appeared to be due primarily to the intense development oi the internal 
market under the stress of armament demands of the Four-Year Plan. 

England, owing to her dependence on overseas supplies of food and 
materials, had to pursue an active export policy. It was a vital interest, 
which they intended to defend at all costs. But what they desired was 
a world-wide growth of trade as a result of healthy competition under 
economic and stable conditions. 
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He referred to the steps being taken to bring industries in the two 
countries into touch with each other so as to eliminate unnecessary 
cut-throat competition, and emphasized that competition at uneconomic 
prices was certainly not good for the seller, and, in the long run, not good 
for the buyer. 

In conclusion, Mr. Hudson reminded his hearers that the progress 
of trade depended on the restoration of international confidence, and so 
long as Europe was in a state of tension trade could not prosper. The 
Prime Minister had given supreme evidence of his willingness to settle 
international differences by peaceful negotiation, “‘ but I think ’’ he added, 
‘we are entitled in all friendliness to some gesture in return.” 

The German Ambassador said it ought to be possible to find a 
practical way to satisfy the needs of the individual nations for the ex- 
change of goods without getting entangled in theoretical discussions 
about the merits or demerits of this or that economic system. 

Dr. Wiehl, an official of the Reich Foreign Office, declared that their 
system of exchange control, bilateral clearing, and payment agreements 
had been forced on them by the policy of creditor countries. Only by 
exports could Germany acquire the foreign exchange to pay for indis- 
pensable imports of foodstuffs and raw materials. 

Changes in the foreign trade of Britain and Germany during the 
last year did not justify British alarm ; German gains in South-East 
Europe and certain countries of South America were outbalanced by 
losses elsewhere. 


Hungary 

Jan. 10.—Prisoners were exchanged near Munkacs. 

It was learnt that the Government had recognized the Government 
of Manchukuo. 

Jan. 11.—The Government agreed to the Czecho-Slovak proposal 
to constitute a new mixed committee to settle the Munkacs incidents. 

Jan. 12.—The Foreign Minister announced that Hungary would 
join the Anti-Comintern Pact if invited to do so in suitable form by the 
members. 

He told a meeting of the Party of National Unity that Hungary 
had been the first European country to take energetic measures against 
Communist agitation fostered from abroad, measures not directed against 
the lawful Government of Russia, but against an international body, 
the activities of which had caused irreparable damage to mankind. 

Jan. 13.—The Foreign Minister was invited by the Ministers of 
Italy, Germany, and Japan to join the Anti-Comintern Pact, and accepted 
the invitation. 


India 
Jan. 11.—The Report of the Senior Trade Commissioner in India 
on U.K. trade in India for 1937-38 was published (in London). This stated 


that 
“The policy of maximum industrialism, if followed to the lengths 


contemplated by present Congress authorities and provincial Governments, 


must inevitably lead— 
“First, to a serious clash of interest with the agricultural element, 


which constitutes nearly 70 per cent. of the population ; 
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‘Secondly, to a crisis in India’s finances, as the Government o{ 
India rely upon Customs receipts for some 60 per cent. of their revenue : 


and, 
“Lastly, to the collapse of the financial and economic fabric of the 


Government of India, which is dependent upon an excess balance of exports 
to meet India’s financial commitments in London and to maintain the 
exchange.” 

During the past Io years scores of new industrial enterprises had 
been inaugurated in India, displacing imports largely obtained from the 
United Kingdom, which provided Customs revenue for the Government 


of India. 


Iraq 
Jan. 14.—The Prime Minister left for Cairo, to consult the Palestine 
Arab leaders before going on to London. 


Italy 


INTERNAL AFFAIRS. 

Jan. 22.—Signor Mussolini addressed a meeting of farmers in Rome, 
and said that, despite pessimistic forecasts, the harvest had been good, 
but there had appeared the usual foreign speculation about the starvation 
which awaited the Italian people and the political effects which might 
arise from it. All this was clothed in expressions of solidarity and 
philanthropy which “ barely concealed the most democratic and dis- 
gusting cynicism.” . 

Professional adversaries of Fascism were, however, too stupid to 
be dangerous. Foreign anti-Fascism was ‘‘ truly incurable and mar- 
vellously ignorant of things Italian, and this does not worry us at all. 
It is better, at bottom, to be not too well known ; the surprise will then 
be all the more startling.”’ 

He then announced that the Vatican, according to a French Prelate, 
was said to have advised France to stand firm, and went on, “I am 
absolutely convinced that we are faced here with a famous piece of tom- 
foolery. It is easy to say ‘ stand firm,’ but what if to-morrow there should 
be someone, and certainly there will be someone, who should say to thie 
Italians that they must stand even firmer ? ” : 


EXTERNAL AFFAIRS. 


Jan. 12.—It was announced that the losses suffered by the Italians 
in the Catalan offensive between December 23 and January 9 were 27 
officers and 217 men killed, and 141 officers and 1,160 men wounded. 
The casualties occurred in “‘ the only division, the Littorio, composed 
entirely of Italian legionaries.”’ 

Jan. 15.—The Voce d’Italia accused France of shipping arms, etc., 
to Barcelona, and said that ‘‘a deliberate intervention in Spain has 
proceeded uninterruptedly for more than 29 months, as we have on 
several occasions proved with documentary evidence.”’ 

By intervening, France sought to defend not only the Red revolution 
but her own frontiers and interests, and this was “an organized plot 
against the national and political liberty of Spain and against those 
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principles of intangibility which Italy is determined to defend with every 
means, since they are connected with the very reasons of her international 
life.” 

Informazione Diplomatica stated that all questions between Italy 
and Great Britain had been settled by the Agreement of April 16, and 
that, as to Spain, Signor Mussolini had repeated to Mr. Chamberlain 
that all the Italians would be withdrawn as soon as all foreigners had 
been dismissed from the other side and belligerent rights accorded to 
General Franco. If, however, any large-scale intervention occurred in 
favour of Barcelona, Italy would regard the non-intervention policy as 
having failed, and would resume her liberty of action. 

The Spanish question, the Duce had added, had created a profound 
cleavage between Italy and France, and it would only be possible to 
review their relations after the Spanish war was over. Meantime, it 
was no use talking of arbitration, mediation, four-Power, or even three- 
Power conferences. 

The German press on Italian claims in the Mediterranean. (See 
Germany. External Affatrs.) 

jan. 17.—The press campaign against France was resumed, and 
the Telegrafo declared that for centuries France’s policy had been to try 
to prevent Spain’s national unity. 

The Messaggero referred to the many “ acts of brigandage ’’ against 
the Italians in Tunis, and declared that old abuses accounted for the 
French holding so much of Italian territory. Unscrupulous profiteers 
had betrayed and robbed Italy at Versailles, but Italians well knew that 
everything would come to the surface, and had made up their minds to 
force a revision with a strong hand. 

Count Ciano left Rome for Belgrade. 

Jan. 20.—Signor Gayda, in his paper, referring to Count Ciano’s 
trade talks with the Premier of Yugoslavia said that Italy naturally 
found her first competitor in Germany ; other countries counted for less ; 
Britain, for instance, did not sell her goods below world prices. 

He outlined how Germany, by her system of clearing agreements, 
caused Yugoslavia to make most of her purchases in Germany, and 
declared that Italy must make every effort to increase her trade with 
Yugoslavia by finding new methods. 

Jan. 22.—Count Ciano’s speech in Belgrade, and issue of com- 
muniqué. (See Yugoslavia.) 

Signor Mussolini’s speech to farmers and reference to foreign anti- 
Fascism and to the Vatican. (See Internal Affairs.) 

The Relazione Internazionali, in an attack on France, asked 3 
questions : What did Italy mean by her formula ‘‘ Peace with Justice ”’ ; 
what were her claims against France after Mr. Chamberlain’s visit ; and 
were negotiations with France possible ? 

The answer to the first was that Bolshevism in France must be 
defeated, a new Spain created, and the situation in Africa and the Medi- 
terranean revised and corrected. 

As to the second, Italy’s policy did not change, even after recent 
meetings with men responsible for British policy. Replying to the third, 
‘ It is well for the world to refrain from harbouring delusions,”’ it stated. 
‘ Before a France traditionally hostile, the Italian people will redouble 
the intractability of their decisions. No negotiations are possible with 
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a nation which during the past few days has given such strong and 
renewed proof that it ignores the clearest claims which the Italians have 
to gallantry and nobility. . . . The Italians know that the French are 
their worst enemies.”’ (A French paper had stated that one Frenchman 
could fight ro Italians, and had accused the Italian Navy of preferring 
to remain within sight of their own shores.) 


Japan 

Jan. 14.—The Foreign Minister was handed a Note from the British 
Government asking how Prince Konoe’s pledges that Japan would 
respect Chinese sovereignty could be reconciled with the policy of com- 
pelling the Chinese to surrender their political, economic, and cultural life 
to Japanese control, and with the indefinite maintenance of Japanese 
garrisons in China. 

It informed the Government that Great Britain viewed with great 
anxiety the policy of Japan as expressed in recent official statements, 
e.g., on November 3 and December 22. These inferred that Japan in- 
tended to establish a tripartite bloc, with herself in supreme authority 
and China and Manchukuo in the subordinate roles. 

Prince Konoe had said that the war would continue until the 
Chinese Government had been crushed or had surrendered, and that 
China would then be compelled to join an anti-Comintern pact, and be 
garrisoned by Japan. 

The British Government was at a loss to understand Japan’s pro- 
testation that she sought no territory, which did not square with the 
other statement, and wished to make it clear that it would not accept 
or recognize such changes dictated by force. 

Britain adhered to the principles of the Nine-Power Treaty, it was 
declared, and could not agree to unilateral modifications of its terms. 
The Japanese suggestion that the Treaty was obsolete could not be 
accepted. 

The British Government did not contend, however, that treaties 
were eternal, and if the Japanese Government had any constructive 
suggestions to make for the modification of any of the multilateral 
agreements relating to China, the British Government would be ready to 
consider them. 

As to the offer of abolition of extra-territoriality,"if Japan succeeded 
in her plans for the control of the country she would have no further need 
for it or for concessions. The British Government were always ready to 
resume negotiations for the abrogation of extra-territorial rights “ with 
a fully independent Chinese Government when peace has been restored.’ 

The Note stated, in conclusion, that if the British Government had 
misinterpreted Japanese intentions, it was because of the ambiguity of 
their statements, and it would therefore welcome something more precise. 

Jan. 16.—The Foreign Office spokesman described the Pritish Note 
as lacking “ realization of the present trend in the Far Eastern affairs,’ 
in his personal opinion. 

The Asahi argued that if the validity of the Nine-Power Treaty 
was insisted upon, the new order in Asia couid not be recognized. I! 
Britain and America were concerned only with their trade and invest- 
ments Japan was convinced she could meet their wishes ; if, however, 
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their aim was the preservation of Chinese integrity, ‘‘ the open door,” 
and other points of the Treaty, Japan could not agree without vitally 
modifying her declared policy. 

Jan. 17.—Note from French Government re China. (See France. 
External Affairs.) 

Jan. 19.—The Navy spokesman declared that Japan would view 
with concern the American fortification of Guam, as it was near her 
mandated islands. 

The Government received from the French Embassy the French 
Note on China and the Nine-Power Treaty. 

Jan. 20.—Statement of foreign policy at opening of the Diet. (See 
Special Note.) 

Jan. 21.—The Prime Minister stated in the Diet that relations 
between the signatories of the anti-Comintern Pact were growing more 
and more cordial daily. 

The Finance Minister introduced the Budget, totalling 3720 million 
yen (£217 million) an increase of some 5 per cent., not including supple- 
mentary Estimates to be introduced to cover military expenditure in 
China. 
The War Minister said the main armies would remain in China for 
some time. The Chinese still had a million men in the field, including 
300,000 in the Central Army, 200,000 Cantonese troops, 150,000 in 
Kwangsi, and some 170,000 carrying on guerilla operations on the north 
bank of the Yangtze. 

The Japanese losses amounted to about 51,000, he said. 

Jan. 22.—The press, as well as speakers in the Diet, criticized the 
Ministers and the Foreign Office for the vagueness of their statements on 
foreign policy. The Asahi Shimbun regarded Baron Hiranuma’s speech 
as containing “‘ merely formal instructions,” and the Yomiuri asked what 
the phrase ‘‘ moral foundations of diplomacy ’’ meant. 


League of Nations 

Jan. 10.—The Armaments Year Book for 1938 showed the total 
expenditure of 64 countries at £3,400 millions; an increase of {600 
million over the figure for 1937. 

Jan. 15.—The Council met and considered the report of the Com- 
mission supervising the evacuation of foreign combatants from Republican 
Spain. This showed that the number of such combatants counted was 
12,673, and that 4,640, of 29 different nationalities, had already left 
when the report was drawn up. Of these, 2,421 were French, and the 
rest were mostly British and American. There were no Russians. 

The Council agreed to extend the time allowed to the Commission 
to complete its task by one month. The report of the Commission and the 
covering report of the Committee of Three were approved unanimously. 

Jan. 17.—The Council considered the appeal of the Chinese Govern- 
ment and, after hearing Dr. Wellington Koo’s proposals, adjourned 
the discussion to a later stage. 

Dr. Koo maintained that the League was still capable of serving 
the cause of peace if the member States were ready to support its efforts. 
Financial and economic methods of retaliation would be effective, though 
they were slow and invisible, and he advocated a boycott of Japanese 
goods, an embargo on supplies of raw material, aeroplanes, petrol, etc., 
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financial and transport assistance to China, and the setting up ot a 
committee of co-ordination composed of representatives of Governments 
interested in China. 

Mr. R. A. Butler, in a statement before the Council on British policy 
in Palestine, recalled the events leading up to the calling of the con- 
ference in London, which, it was hoped, would meet during the month. 
If the discussions failed to produce agreement within a short period, 
however, the Government would take their own decision in the light 
of their examination of the problem and of the discussions, and announce 
the policy they proposed to pursue. 

They suggested that, if the new policy was ready sufficiently far in 
advance of the meeting of the Council in May, the Mandates Commission 
should hold a special meeting to consider it and any recommendations 
the Government might wish to make for the modification of the Mandate. 

The rapporteur agreed, and the Council approved the proposal. 

Jan. 18.—The Council considered the reports on bombing of open 
towns in Spain drawn up by the Commission of British officers, and 
Senior del Vayo made a statement in which he read out a long list of air 
raids made on the civil population and said that he could not believe 
that the bombing of Spanish women and children could be the work of 
Spaniards ; it must therefore have been done by Italian and German 
aircraft, a conclusion fully confirmed in the Italian press and semi- 
official publications. 

He felt sure the Council would find means to take appropriate 
steps ; the Spanish Government had decided that they could not in any 
circumstances undertake reprisals, and this decision had to some extent 
embarrassed the leaders of public opinion in other countries, as it was 
consequently impossible to impute equality of infamy to both sides. 
Immediately after Munich the dispatch of Italian and German material 
and camouflaged units had followed in numbers beyond all previous 
records, and in the present offensive an Italian Army Corps of 4 Divisions, 
entirely commanded by Italian officers, had dominated the operations. 

All this explained the resistance being offered by the Spanish people 
to these attacks, and their opposition to those on whom the moral obli- 
gation rested to end this state of affairs. The Spanish people were 
fighting to defend the existence of their country and preserve their 
independence. 

Mr. R. A. Butler expressed the sympathy of the British Government 
with the Spanish Foreign Minister in the conditions he had described, 
pointing out, at the same time, that the reports of the Commission did 
not necessarily represent the Government’s views. They still hoped 
to find a means of mitigating the effects of aerial warfare on the civil 
population. 

Jan. 19.—A resolution on the bombing of civilian populations was 
completed by a drafting committee of delegates of Sweden (Hr. Sandler), 
Britain, France, Soviet Russia, Belgium, and Spain. 

The Committee of Three (Britain, France, and Sweden) on Danzig 
issued a communiqué giving it as their opinion that certain important 
provisions of decrees issued by the Senate contravened the League 
Statute. It stated that final consideration of the matter would be 
deferred to a later meeting. It also came to the conclusion that the 
High Commissioner for Danzig ‘‘ should remain at the disposal of the 
Danzig Committee of the Council.” 
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Jan. 20.—The Council adopted unanimously a resolution regarding 
China recalling previous recommendations of the Council to League 
members, and stating that it also had to take into account the appeal 
of Dr. Koo under Article 16, in which he proposed the adoption of 
sanctions. 

The Council therefore invited the members to examine the Chinese 

proposal for taking effective measures, especially measures of aid to 
China. 
The New Zealand delegate described the resolution as being “‘ about 
as weak as it could be,” and thought it indispensable to prohibit the 
supply of aircraft and petrol to Japan. The Soviet delegate expressed 
his Government’s willingness to take part in any measures of collective 
action. 
Mr. R. A. Butler said the British Government had recently examined 
a request from the Chinese Government in regard to certain measures 
of economic assistance. This examination had been made in a sympathetic 
manner, and it might be taken for granted that there was a prospect of 
“ siving as much effect to the Chinese wishes as was possible in the 
circumstances.” 

Dr. Koo accepted the resolution only because it represented the 
limit on which agreement could be obtained. 

It was then adopted on the understanding that the Council remained 
seized of the Chinese appeal. 

The Council also adopted, with two dissentients (Peru and Bolivia) 
a resolution based on Hr. Sandler’s report on bombing in Spain, containing 
a strong denunciation of that form of warfare. It declared that several 
of the attacks investigated must be deemed te “.: ve been directed inten- 
tionally or by negligence against civilian populations, and condemned 
recourse to methods contrary to the conscience of mankind and to the 
principles of international law. 

It also placed on record that the Spanish Government continued 
in their decision not to make reprisals. 

The two dissentients considered that the conflict was a civil war 
and therefore not the concern of the League. Any expression of view 
was tantamount to taking sides. 

Jan. 22.—The Secretariat received a telegram from the foreign 
missions in Chungking protesting against the “ruthless bombing” of 


civilians there. 





































Libya 

Jan. 13.—An order was issued through the official broadcasting 
station in Tripoli prohibiting listening to the Tunis wireless station 
on pain of a fine of 500 lire, or, if the offence was repeated, a month’s 
imprisonment. 










Lithuania 
Jan. 19.—The Government decided to develop the fishing village 
of Shventai into a port for oversea traffic. 









Manchukuo 
Jan. 10.—Recognition of the Government by Hungary. (See 
Hungary.) 
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Memel Territory 

Jan. 13.—The deputy leader of the German Party, Herr Bertuleit, 
was asked to form a Directorate. 

Jan. 23.—The new Directory was installed by the Governor, M. 
Gailius, who, in his inaugural speech, said he hoped the work of the 
Directory would conform with the provisions of the Statute. 

Herr Bertuleit replied that the “ basis of the Directory ’ 
“the Statute and National-Socialism.”’ 


’ 


would be 


Mexico 

Jan. 17—The Government expelled the correspondent of the 
New York Times, and fined the United Press—an American agency—for 
publishing reports of their deals in oil, etc., with Germany. 


The Netherlands 

Jan. 11.—The Foreign Minister received a visit from the Minister 
of Germany in connection with alleged attempts on the German Consul 
at Amsterdam and an official of the German Legation on Jan. 6 and 9 
respectively. (See also Germany. External Affairs.) 

Mr. Patijn expressed his regret, and promised a_ thorough 
investigation. 

Jan. 13.—A semi-official statement giving the provisional finding 
of a judicial enquiry into the shooting described the incidents as the 
subject of exaggerated reports. The shot was not fired through the 
window of the German Legation building in The Hague, but through a 
window in an adjacent building, which, though used by the Legation, 
was not recognizable as such from outside. No one was present in the 
part of the building where the bullet was found. 

It was stated to be almost certain that the hole in the window of a 
Consulate official’s flat in Amsterdam was caused by a catapult pebble. 

Jan. 16.—The police received reports of the finding of many small 
bullet holes in the windows of private houses, and it was considered as 
certain that they were caused by airguns fired by boys. 


Northern Ireland ‘ 

jan. 11.—Internment orders were served on 34 men, alleged to be 
members of the I.R.A., who had been detained towards the end of 
December on suspicion of having prepared plans for attacks on prominent 
persons and on Government property. 

Jan. 15.—The I.R.A. proclamation (see Eire) was posted up in many 
places in Ulster. 

Jan. 16.—The Home Ministry, in a statement re “ the egregious 
proclamation issued by the so-called Republican Government and I.R.A.” 
explained that it was “ obviously impossible by methods of ordinary 
law to combat the unlawful activities of organizations which are restrained 
by no dictates of humanity or civilization, and whose only political 
arguments consist of intimidation, arson, and murder.” 

It was as a result of the Government’s knowledge that a plan of 
—— had been prepared that they were compelled to intern the I.R.A. 
eaders. 
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Palestine 

Jan. t0.—Six Arabs were condemned to death by a military court 
in Jerusalem. They had been captured in fighting near Hebron on 
Dec. 18. 

A Jewess was killed when a bus was fired on near Mount Carmel. 

Jan. 11.—A British constable was convicted, at Jerusalem, of the 
attempted manslaughter of an escaping Arab prisoner, and was sentenced 
to 3 years imprisonment. Three others were convicted of having 
attempted to inflict grievous bodily harm, and one of them received 
one year’s imprisonment. 

They had all been charged with the premeditated murder of an 
Arab prisoner at Jaffa on October 24. 

Meeting between the Mufti of Jerusalem and Arab leaders. (See 
Syria.) 
Jan. 12.—Abdul Rahim was reported to have left for Damascus, 
after giving up the leadership of the revolt. 

Jan. 15.—A smuggler was killed and another captured when crossing 
the Jordan with contraband from Transjordan. 

Jan. 16.—Two Jewish watchmen and an Arab were killed in a 
settlement near Lydda, and at Acre an Arab policeman was shot dead. 
An Arab peasant was found dead in Galilee with a notice stating he had 
been shot for treason. 

Jan. 17.—Further murders occurred at Haifa and Jaffa, and a 
British constable was seriously wounded travelling by car near Safed. 

Statement in the League Council by Mr. R. A. Butler. (See League 
of Nations.) 

Jan. 20.—A new outbreak of terrorism led to the killing of a British 
soldier by a land mine near Ramleh, and the killing of a Jew by a bomb 
at Haifa. Several cases of wounding were also reported, including 
2 Arabs at Jaffa and 5 Jews at Haifa. An Arab sniper was killed by 
a patrol near Jaffa. 

The Jewish National Council (Vaad Leumi) in a statement, declared 
that the Government’s recent policy of surrender to violence and of 
conciliation of the terrorists was not only remote from bringing real 
peace nearer but was liable to cause further chaos. 

Factors considered as encouraging supporters of terrorism to believe 
that it paid were the invitation to the Arab States to discuss the future 
of Palestine, the opportunity given to the Mufti to appoint the Palestinian 
delegation, the denial to Jews of the right to adopt persecuted children 
from Germany, and, “ above all, the repeated statements by spokesmen 
of the British Government as to modifications liable to be made in the 
Mandate.” 

Statement by Ragheb Bey Nashashibi ve representation at the 
London Conference. (See Egypt.) 

Jan. 21.—A Jewish taxi-driver was shot dead near Tiberias, and 
3 Arabs were killed when trying to escape during the search of a village 
near Safed. 

Jan. 22.—A well-known Jewish merchant in Jerusalem was shot 
dead in the street, and two Jews in the Imperial Airways depot at 
Tiberias were wounded while at work. 

_ Jan. 23.—The Court of Appeal quashed the sentence of one year’s 
imprisonment on Constable Mansell, passed by the Court of Assize on 
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January 11, on the ground that his action in firing low at the escaping 
Arab prisoner was not unreasonable in view of the general insecurity 
and the danger to the police in following the prisoner into the adjacent 
Arab quarter. 

A curfew was imposed on an Arab quarter of Jerusalem owing to 
the attempted murder of a member of the Nashashibi family. 

Offer to Ragheb Bey Nashashibi as to representation at the London 


Conference. (See Egypt.) 


Poland 

Jan. 10.—The Government protested to the Prague Government 
against an attack on the Polish Consulate at Sevlus, in Ruthenia, by 
armed members of the “ Siczy,” a Ukrainian organization forming the 
nucleus of a Ruthenian army. (The Siczy was reported to include 
in its ranks many thousand Ukrainians who had fled from southern 
Poland.) 

The press reported that all Ukrainians and White Russians living 
in Berlin, Vienna, and other cities in Germany had been ordered by 
the Nazi authorities to give particulars about their military qualifications, 
and to declare whether any of their property had ever been confiscated 
in Russia by the Soviet. 

Jan. 18.—The Gazeta Polska, announcing the visit of Herr von 
Ribbentrop to Warsaw on the 5th anniversary of the Pact with Germany, 
said, “Our relations with Germany are growing more and more 
favourable.”’ 

Jan. 21.—Opening a debate on foreign affairs in the Seym, the 
spokesman for the Foreign Office regretted to have to record that, as 
to relations with Germany the lot of the Poles there continued hard, 
and the latest news from the Reich was disquieting. During the previous 
few weeks a number of prominent Poles had been deported by the 
German authorities. 

Jan. 22.—Owing to attacks made on police stations and barracks in 
Teschen the authorities expelled some 500 Czechs, who were alleged to 
belong to a body called “ the Recoverers of Teschen ”’ which was carrying 
out a campaign of terrorism. 


Rumania ° 

Jan. 11.—It was learnt that the German minority, numbering 
some 800,000, had joined the Front of National Regeneration. 

Jan. 18.—An agreement was reached for the absorption into the 
Front of National Regeneration of all the Hungarian minority groups 
in Rumania. It was signed by the three minority leaders. 


Santo Domingo 


_ jan, 16.—It was reported that the Government hac agreed in 
principle to admit up to 100,000 Jews from Europe, under an organized 
scheme of colonization. 


South Africa 


Jan. 19.—Mr. Pirow, speaking at a dinner in Johannesburg, said 
he felt that, unless Spain provided an unexpected crisis, a substantial 
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decrease in international tension should result from Mr. Chamberlain’s 






ae visit to Rome. 

= Referring to the refugee problem he said the German aspect of it 

ing to might be the most pressing, and was the most tragic, but it was merely 
; one stage of a movement which would embrace all Central and Eastern 





Europe. Nothing short of an autonomous refugee State would relieve 
the world of a problem which now contributed more to European unrest 


than any other outstanding problem. 
Jan. 21.—It was announced that the Union Government had bought 


a tract of farming land of some 700,000 hectares in South-West Africa 
against bidding by the German Government. 
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Spain 





INTERNAL AFFAIRS. 


Jan. 10.—The Italian division made progress towards Montblanch 
on the Lerida-Tarragona road, and entered Blancafort. In the centre 








ving 

= the insurgents completed the clearing of the banks of the middle Segre, 

ons taking about 1,000 prisoners. 

ted jan. 11.—The Navarrese Army Corps captured Montblanch, and 
further south the insurgents occupied Garcia, on the left bank of the 

von Ebro. 





In Estramadura the Republicans made progress in an attempt 
to encircle Monterubio. Severe fighting was reported near Pefiarroya. 
jan. 12.—The insurgents advancing from Artesa entered Agramunt, 
and in the south they occupied Mora de Nueva, at the crossing of the 
Ebro and the road to Reus and Tarragona, and advanced to Falset. 

The Barcelona Government decided to call up all reserves of the 
years 1921 to 1915, affecting all men up to 45. Men of 50 would be 
called up for fortification work. 

Jan. 13.—The insurgents crossed the Ebro and occupied Tortosa, 
and further north, reached Monfalco, just north of Cervera. 

The Republicans announced the launching of a new offensive north- 
west of Madrid. 

jan. 15.—Reus and Tarragona were both occupied by General 
Franco’s forces, which occupied a large number of villages in that area 
and near Cervera, making progress eastward from that town along the 
road to Barcelona. 

The Republicans attacked near Malpica, on the Tagus above Talavera, 
while in Estramadura severe fighting occurred near Azuaga. 

A decree was published in Barcelona by which all women from the 
ages of 17 to 55 were made liable to be called up for service. 

The official communiqué stated that the Republican forces had been 
ordered to retire behind a line east of Valls and Tarragona. 

Jan. 16.—Cervera and Santa Coloma fell to General Franco, and 
— south, his forces advancing north-east from Montblanch occupied 
3ellprat. 

General Franco issued an appeal from Tarragona to the Republicans 
to end resistance and useless bloodshed, and to surrender, trusting in 
the generosity and justice of the new Spain. Those who took up arms 
after being deceived need have no fear, and thousands of prisoners were 
witnesses to the fact that hate and rancour were unknown in Nationalist 
Spain. ‘‘ Only those,” he said, ‘“‘ who have stained their hands with 
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the blood of their brothers will be refused admittance ’”’ into the new! 


Spain. 

In Barcelona a manifesto of the Central Committee of the Communist 
Party was distributed stating that ‘‘ the foreign invader advances to 
the heart of Catalonia. Our glorious soldiers, with incomparable heroism, 
strive to stop them, but they are tired after a month of hard fighting, | 
and need the help of the whole nation.”” It then made appeals | 
separately to the peasants, workers, and intellectuals to do their share. | 

The Minister of the Interior of the Burgos Government issued an 7 
order for putting into effect a decree signed in April, 1938 abrogating 7 
the Statute of Autonomy granted to Catalonia by the Cortes in September, © 
1932. He stated that as the Nationalist troops advanced into Catalonia 7 
services which were under the Generalitat would be reorganized and 7 
taken under Nationalist control. i 

Jan. 17—The insurgents made some progress on the road from 7 
Cervera, and, in the north, occupied the hills above Pons. 

Jan. 18.—Some 48,000 men were reported to have left Valencia by | 
sea for Barcelona. . 

The insurgents captured Pons, and in the centre reported an advance 7 
of about 5 miles from Montblanch and along the Cervera Road, © 
bringing them near to Igualada. : 

The C.-in-C. of the Catalan Army, after touring the new front line 
(from Tora via Igualada and Villafranca to Villanueva) said, ‘‘ We can © 
await the results of this battle with absolute confidence. . . . The strain 7 
of 34 weeks of fighting is leaving the invaders exhausted. We are — 
determined to fight to the last breath with the immortal example of 
Madrid before us.”’ 

A manifesto, signed by 28 leaders of Republican Spain, was issued | 
in Barcelona, denouncing “a crime surpassing in horror anything yet © 
recorded during the most barbarous invasion of history.” It alleged | 
that troops retiring from Santa Coloma had seen a crowd of civilian 
refugees rounded up by troops in the village and mown down by 
machine guns firing at a word of command. . 

The Republican C.-in-C., in a broadcast, said that Spaniards were 
killing each other mainly for the benefit of foreigners who would profit by 
Spain’s enfeeblement. The two Spains slaying each other were in 
reality one ; for the aspiration to supersede an ancient corrupt régime 
by something better and redeem the country was an ideal common to 
all on both sides. 

Was it not time for the strife to cease? In the end the ideal of 
liberty must triumph ; the war would go on in spite of victory on one side 
or the other until the truth was recognized that Spain must be indepen- 
dent. What he begged for was a little understanding and patriotism 
to end Spain’s Calvary. 

Jan. 20.—General Franco captured Calaf, about 14 miles west of 
Manresa, and many villages in the area south of Igualada. On the 
coast his vanguard reached Vendrell. : 

Jan, 21.—Villafranca and Villaneuva were both occupied by Genera! 
Franco, who captured the entire staff of the Republican 24th Division. 

Jan. 22.—General Franco captured Igualada. 

The Minister of Economy in the Generalitat and leader of the Catalan 
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Socialists issued an order for the closing of all shops and industries not 
engaged in urgent war work, and for the employees of both sexes to be 
mobilised for trench digging. 

The number of prisoners taken by General Franco’s forces since 
December 23 was stated in Salamanca to be about 40,000. 

Jan. 23.—Martial law was proclaimed throughout Republican 
territory. A special committee, composed of the Minister of Public 
Works, the Councillor for Social Services in the Generalitat, and the 
Mayor of Barcelona, was set up to organize the evacuation of the civil 
population from areas affected by the fortification works. 

In the north the insurgents occupied Biosca and Tora, and continued 
the enveloping movement against Manresa. In the sector south of 
Igualada they circumvented the Pass of Bruchs, the gateway through 
the mountains to Barcelona, took the Republican defences in the rear, 
and reached Martorell, only 14 miles from Barcelona. 

Several raids were made on the port area at Barcelona, and one on 
Caldetas, where the Embassies and Legations were situated, slightly . 
damaging the Swedish Legation. 


EXTERNAL AFFAIRS. 

Jan. 11.—Protest to General Franco by British Government re 
fighting off Gibraltar. (See Great Britain. External Affairs.) 

Jan. 18.—Sefior del Vayo’s statement to the League Council re 
air raids on open towns. (See League of Nations.) 

Jan. 21.—The British steamer Stanbrook was attacked 3 times, but 
not hit, some 7 miles off Barcelona, and was escorted to Port Vendres 
by a tug of the British Navy. 

Jan. 22.—During a succession of raids on Barcelona five British 
steamers were hit, and in one 4 seamen were killed. At Valencia 2 
British vessels and one French were damaged. 

Jan. 23.—Three more British steamers were damaged by bombs 
at Barcelona, and a British officer of one was killed on shore. 


THE POWERS AND NON-INTERVENTION. 
Jan. 10.—Attitude of the Belgium Government towards the non- 
intervention policy. (See Belgium.) 
Jan. 12.—Italian casualties on the Catalan front in the Littorio 


division. (See Italy. External Affairs.) 
Jan. 15.—League Committee’s report on the evacuation of foreign 
combatants from Barcelona. (See League of Nations.) 


Sweden 

Jan. 11.—The Budget for 1939-40 was presented to the Riksdag. 
It balanced at 1,363,500,000 kr. ({70 million). The Defence Estimates 
totalled 2384 millions, a substantial increase on those of 1938-39. 


Switzerland 
Jan. 22.—It was stated that the Government had instructed the 
Minister in Berlin to discuss with the Reich Government the situation 
created by press attacks on Switzerland by German papers which had 
been maintaining that a neutral State could not express any opinion 
regarding a foreign country. One German paper had even said it was 
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inadmissible that a neutral country should welcome political refugees 
from Germany, and that Swiss papers should not be allowed to advertise 


foreign loans. 


Syria and the Lebanon 

Jan. 11.—The French High Commissioner, speaking at Beirut, said 
‘In the present state of international equilibrium the presence of France 
is the only effective guarantee of the territorial integrity and independence 
of Syria. Were France to withdraw, or her forces to be weakened, 
Syrian patriots would see their dearest dreams disappear.” 

The Mufti of Jerusalem met at Beirut four of the Arab leaders who 
had been released from the Seychelles in order to represent the Palestine 
Arabs at the conference in London. 

Jan. 16.—Demonstrations occurred at Damascus to protest against 
the failure of the authorities to punish people who had attacked a students 
demonstration on January 13. Several demonstrators and policemen 
were injured. 

A strike was declared in the city, and the Ministers of Finance and 
National Economy resigned. 

Jan. 22.—The Mufti received a visit from the Premier of Iraq and 
the Saudi Under-Secretary for Foreign Affairs on the subject of repre- 
sentation of the Nashashibi party at the London Conference. 


Tunisia 
Jan. 18.—The arrest was announced of the correspondent of the 
Italian paper Telegrafo, who had been found taking photographs in a 


military zone in South Tunisia. 


U.S.A. 
INTERNAL AFFAIRS. 

Jan. 12.—President Roosevelt sent to Congress a message asking 
for the appropriation ‘‘ with as great speed as possible ”’ of $525 million 
for defence, allocated as follows :—The Army, $450 million, of which 
$300 million would be for aeroplanes, providing a minimum increase of 
3,000 machines ; the Navy, $65 million, of which $44 million would be 
for the creation and strengthening of bases in both oceans ; and $10 
million for the training of civil air pilots. 

In addition to this total, he asked for $27 million for housing and 
maintaining an “ adequate peace garrison ”’ for the Panama Canal Zone. 

He described it as ‘“‘ a well-rounded programme ” of the minimum 
required for defence, and went on to recall the fact that though the 
United States had entered the War on April 6, 1917, they ‘‘ took no 
part whatsoever in any major engagement until the end of May, ro18.” 
Even in the autumn of 1918 the U.S. Armies at the front ‘‘ used almost 
exclusively French or British artillery and aircraft.”’ 

In fact, while others were fighting, the United States had had more 
than a year “‘ to train men, to produce raw materials, to process them into 
munitions and supplies, and to forge the whole into fighting forces.’ 
He went on: 

“Calling attention to these facts does not remotely intimate that 
Congress or the President have any thought of taking part in another war 
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on European soil.’’ But it did show that the country was not ready to 
conduct large-scale operations, and they could not guarantee a long 
period free from attack in which they could prepare. 

The House of Representatives, by 226 votes to 137, refused the Presi- 
dent’s request for supplementary relief appropriations amounting to 
$875 million, and substituted a figure of $725 million. (This was for 
keeping the Works Progress Administration going until June 30.) 

Jan. 16.—The President sent to Congress a message asking for 
increased appropriations for the Social Security Board, on the ground 
that the S. S. Act, which the Board administered, had amply proved its 
essential soundness. 

He supported the suggestions in the Board’s report that old-age 
pensions should be “liberalized,” that larger grants-in-aid should be 
made to States of limited fiscal capacities, that the insurance system 
should be extended, etc. 

Jan. 19.—The President sent a Message to Congress asking for an 
extension until Jan. 15, 1941 of its authorization for the Government’s 
Stabilization Fund and for his own power to change the value of the 
dollar. (The existing authorization expired on June 30.) 

In another Message Mr. Roosevelt recommended the passage of 
legislation making private income from all Government salaries and 
from all Government securities subject to the income-tax laws, both 
Federal and State. 

It was intimated at the White House that the President’s attitude 
towards the question of making Guam into an air base was substantially 
that of an article by Mr. Walter Lippmann in the New York Herald Tribune 
that day. The writer suggested that Congress should authorize, but not 


make an appropriation for, the fortification of Guam, and the State 
Department should then invite Japan to discuss the question. In the 
discussion they could say to the Japanese that if they did not wish Guam 
to be fortified they might return to the Nine-Power Treaty by dismantling 
their illegal fortifications in the Mandated Islands. 


EXTERNAL AFFAIRS. 


Jan. 10.—The Foreign Affairs Committees of the Senate and Lower 
House heard private reports on the European situation from the Ambas- 
sadors in London and Paris. Rumours were circulated that the situation 
had been described as “ chaotic,” and that Britain and France were 
considered to be facing a “ crisis.”’ 

Jan. 13.—The State Department announced that another Note 
had been presented in Berlin citing numerous specific instances of German 
discrimination against U.S. citizens, in violation of existing German- 
American treaties. 

A Government Note had been presented in Berlin on January 6 
reaffirming that the United States declined to recognize the right of other 
nations to apply to American citizens measures which would have the 
effect of dividing them into special classes and subjecting them to 
differential treatment on the basis of such division. 

Publication of German reply in Berlin. (See Germany. External 
Affairs.) 

Jan. 19.—The formation was announced of an American Committee 
lor Non-Participation in Japanese Aggression, with Mr. Stimson as 
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honorary chairman. Its programme included the task of “ informing 
the American public of the part we are playing in Japanese aggression,” 
and “translating American disapproval into action for stopping this 
aid to Japanese militarism.” 


U.S.S.R. 

Jan. 11.—Protest to Prague Government against activities of leader 
of exiled Cossacks. (See Czecho-Slovakia.) 

Jan. 15.—A new Labour Code came into force, providing for the 
introduction of ‘‘ labour cards,”’ indicating full particulars of the worker's 
employment, reasons for change or dismissal, etc., and no one could be 
employed anywhere for more than 5 days without a card. (A local 
passport system regulating the place of residence of all citizens had been 
in force ever since 1933, on which had been entered details of work and 
conduct.) 

All workers wishing to change their place of work were required to 
give one month’s warning. 


Yugoslavia 

Jan. 10.—The official returns for the General Election were issued. 
They showed 1,643,783 votes cast for the Government, and 1,364,524 
for the Matchek bloc. The Government secured 306 seats, and the 
Matchek (Croat) groups 67. 

Jan. 16.—The Skupshtina met, but was not attended by 47 of 
Dr. Matchek’s Croat Deputies. The Government Deputies numbered 
306, and 19 Deputies of the Serb Opposition parties took their seats. 
The latter included General Zivkovitch, leader of the Peasants’ Party. 

Jan. 19.—Count Ciano arrived in Yugoslavia and was met by the 
Prime Minister. 

Jan. 22.—Speaking at a meeting of the Prime Minister’s Party (the 
Radical Union), Count Ciano said that Italy and Yugoslavia were not 
satisfied with worn-out formulas and dangerous delusions, and they had 
agreed to stability and security in their relations with each other. 

An official communiqué stated that the exchange of views had shown 
the perfect co-operation and profitable results of the Pact of March 29, 
1937, and the two countries had decided to strengthen their collaboration 
in the interests of peace and order in that part of Europe. Italy, it was 
added, brought to the work of collaboration “ that constructive spirit 
which characterizes the Rome-Berlin Axis.”’ 

The two statesmen would keep in close touch with a view to obtaining 
closer economic relations between the two countries. 

Jan. 23.—Count Ciano told the press on leaving Yugoslavia that 
Dr. Stoyadinovitch and he had the best will to facilitate definite appease- 
ment as part of general co-operation in the Danubian basin, adding that, 
“every diplomatic act in this sense is being done within tie framework 
of the Rome-Berlin Axis.”’ 
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